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Abstract 
Researchers, policy makers, and watchdog organizations have touted web disclosure – the disclosure of 
financial and performance information on an organization’s own public website – as an innovative 
solution to the precipitous decline in public confidence and trust in the nonprofit sector. Unfortunately, 
many nonprofits have been slow to adopt adequate levels of web disclosure. In order to address the 
problem of differential implementation of web disclosure, we identified four factors from previous 
research that influence information systems (IS) adoption.  The four factors include awareness, perceived 
benefits, organizational readiness, and perceived pressure. In order to investigate the influence of these 
factors on web disclosure adoption, we surveyed a sample of 3,323 U.S. nonprofit organizations. Our 
results generated from 176 responses revealed that attitude toward disclosure, compatibility of disclosure 
with current practices, and financial readiness were all positively related to web disclosure adoption. We 
conclude with implications for research and practice. 
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Introduction 
The adoption of web disclosure principles and best practices is increasingly being touted as an innovative 
solution to the precipitous decline in public confidence and trust in the nonprofit sector (Lee and Joseph 
2013; Lee et al. 2012; Saxton and Guo 2011).  Web disclosure refers to the voluntary disclosure of high 
quality financial and performance information on an organization’s own public website.  Organizations 
that implement high levels of web disclosure experience significant survival advantages such as increased 
frequency of information disclosure, enhanced public trust, and increased donations (Blouin and Lee 
2014; Gandía 2011; Saxton et al. 2012).  Despite the importance of web disclosure, it is indeed surprising 
that many nonprofit organizations (NPOs) have been slow to adopt web disclosure practices (Kang and 
Norton 2004; Lee and Joseph 2013; Lee et al. 2012; Saxton et al. 2014). 
NPOs are a critical component of the economic, social, and political fabric of the American society 
(Drucker 1994).  In 2010, there were an estimated 2.3 million NPOs operating in the United States, with 
approximately 1.6 million registered with the IRS (Blackwood et al. 2012). Of the 618,062 that were 
required to file an IRS Form 990, they reported $2.6 trillion in total revenue, with assets totaling $4.49 
trillion.  Moreover, the nonprofit sector contributed $804.8 billion to the U.S. economy, representing 
5.5% of the gross domestic product (GDP). Surprisingly, in 2010, the U.S. nonprofit workforce included 
10.7 million paid employees, representing 10.1% of the nation’s private workforce (Salamon et al. 2012). 
These statistics represent job growth in the nonprofit sector at a time when the private sector has been 
shedding jobs. Equally important, the nonprofit sector provides programs and services in communities 
where we all live, work, and play that the public and private sectors cannot or will no longer provide.  
The low level of web disclosure adoption in the nonprofit sector is critical because of the significant role 
that NPOs play in society.  As such, the survival of NPOs depends in large part on strengthening public 
confidence and trust, which may be accomplished in part through the disclosure of high quality financial 
and performance information on an organization’s website.  Further insight into the factors that influence 
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the adoption of web disclosure practices in NPOs may yield valuable information necessary to solve the 
problem of differential implementation of web disclosure that currently exists.  
We extend the extant research on IS adoption in small and medium enterprises (SMEs) and NPOs by 
developing a theoretical model that is derived from prior research (Iacovou et al. 1995; MacKay et al. 
2004; Mehrtens et al. 2001) and testing the model’s ability to explain the variance in web disclosure 
adoption. In order to test the model, we administered an online questionnaire to 3,323 U.S. NPOs 
resulting in 176 usable responses.  The results revealed that nonprofits are more likely to voluntarily 
disclose information online when they have a favorable attitude toward web disclosure, when web 
disclosure is compatible with their current practices, and when they have available financial resources to 
commit to the adoption of web disclosure. This study concludes with implications for research and 
practice. 
Literature Review 
Web Disclosure 
Web disclosure principles and best practices were promulgated by the U.S. Senate Finance Committee in 
2004 in response to high profile public scandals by NPOs and the subsequent precipitous decline in public 
confidence and trust in the nonprofit sector (Hackler and Saxton 2007).  In order to strengthen the state 
of governance, transparency, and accountability in the nonprofit sector, the U. S. Senate Finance 
Committee (U.S. Senate 2004), Internal Revenue Service (IRS 2008), The Panel on the Nonprofit Sector 
(Panel on the Nonprofit Sector 2007), and GuideStar (GuideStar 2009) have proposed web disclosure 
principles and best practices.   
Web disclosure principles and best practices are standards of practice that organizations are encouraged, 
but not required to adopt. The traditional manual disclosure practice of releasing hard copies of 
information only upon public request acts as an impediment to meaningful transparency 1 . Web 
disclosure, however, includes the voluntary release of high quality financial and performance information 
on an organization’s own public website.  High quality information refers to information that is complete, 
accurate, timely, and readily accessible.  In our sample of NPOs, financial information is available on the 
Charity Navigator website.  However, unlike the corporate setting, there are few information 
intermediaries to disseminate information, so voluntary disclosure on the organization’s own website is 
still a crucial step to enhancing transparency, public confidence, and trust. 
Principles of financial web disclosure recommend that NPOs at a minimum post the following 
information on their own public websites: (1) annual report; (2) IRS 990 – annual tax return; (3) Form 
1023 – application for tax exemption; (3) audited financial statements; and (5) IRS Letter of 
Determination – affirmation of tax exempt status. Similarly, principles of performance web disclosure 
recommend that organizations disclose the following information on their public website: (1) mission; (2) 
performance outcomes; (3) theory of change; (4) performance evaluation methods; (5) success 
stories/testimonials; and (6) broader community impacts. Despite the various disclosure principles and 
practices that have emerged, organizations have been slow to adopt web disclosure practices (Kang and 
Norton 2004; Lee and Joseph 2013; Lee et al. 2012). 
Prior research on web disclosure has identified various factors that influence web disclosure adoption.  In 
an examination of 117 U.S. community foundations,  Saxton and Guo (2011) found that capacity (i.e. asset 
size) and governance (i.e. board size) were significantly related to web disclosure adoption.  In a study of 
124 U.S. NPOs, Lee et al., (2012) found that smaller and younger organizations had higher adoption rates.   
Informed by the theoretical underpinnings of organizational ecology theory, Lee and Joseph (2013) 
theorized that organizational inertia – particularly resistance to change in organizational form – may play 
an important role in the decision to voluntarily adopt and implement innovative web disclosure practices 
of 653 U.S. NPOs.  Drawing on signaling theory, Blouin and Lee (2014) examined the disclosure practices 
of 3,353 U.S. NPOs. The results revealed that organizations that were younger, smaller, those with a 
                                                             
1 Releasing copies of the IRS Form 990 upon request satisfies the IRS requirement that the form be made 
publicly available, but is not in line with web disclosure best practices discussed above. 
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higher percentage of expenses for programs, and those with lower leverage were more likely to disclose 
financial information online.  
Despite the importance of awareness, innovation perception, and perceived pressure in the innovation-
decision process (Rogers 2003), these factors have been ignored in the extant research on web disclosure 
adoption. This revelation is not surprising since none of the web disclosure studies explicitly used 
diffusion of innovation (DOI) as a theoretical framework.  
IS Adoption in SME’s and NPOs 
One of the most important theories used in IS to help explain the adoption and/or implementation of 
innovations over time is the diffusion of innovations theory (Rogers 2003; Tornatzky and Klein 1982). 
This research has examined a variety of factors that are more likely to influence the adoption and/or 
implementation of technological innovations in SMEs (Iacovou et al. 1995; Mehrtens et al. 2001) and 
NPOs (MacKay et al. 2004). These factors include innovation perception, organizational readiness, 
perceived pressure, and perceived social risks.  
Iacovou et al. (1995) conducted seven case studies of SMEs in order to identify the factors that influenced 
the adoption of electronic data interchange (EDI). The results revealed that the following three factors 
impeded the adoption of EDI: (1) perceived benefits (e.g., limited impact that IT has on small firms due to 
underutilization and integration); (2) organizational readiness (e.g., low levels of IT sophistication and 
resource availability); and (3) external pressure to adopt EDI (e.g., weak market positions of small firms 
and network nature of technology).    
Mehrtens et al. (2001) conducted seven case studies on small firms in order to determine the factors that 
influenced the adoption of the Internet.  They identified three factors that were related to Internet 
adoption:  (1) perceived benefits (e.g. efficiency, effective information gathering, and as a business tool); 
(2) organizational readiness (e.g., level of IT knowledge among non-IT professional and the level of IT 
use); and (3) external pressure arising from customers, suppliers, and potential employees to adopt ICTs.     
Mackay et al. (2004) conducted six case studies of Canadian NPOs in order to identify the factors that 
influenced the adoption of e-commerce.  The results revealed that: (1) perceived benefits (e.g., efficiency, 
information sharing, marketing, and revenue generation and/or increased donations), (2) organizational 
readiness (i.e., ability to attract volunteers and in-kind donations, ability to raise funds, and strategic 
readiness), (3) perceived pressure (e.g., internal and external), and (4) perceived social risks had a strong 
influence on e-commerce adoption. 
A Model of Web Disclosure Adoption for Nonprofits 
Research in SMEs and NPOs has found support for the influence of awareness, innovation perception, 
organizational readiness, and perceived pressure on the adoption of technological innovations.  Based on 
prior research, we developed a model of web disclosure adoption for NPOs. The specific form of the model 
is consistent with recommendations from Iacovou et al. (1995), Mehrtens et al. (2001), and MacKay et al. 
(2004). The model proposes that an organization’s level of web disclosure adoption is derived from four 
sets of factors: awareness, innovation perception, organizational readiness, and perceived pressure (see 
Figure 1).  
Web Disclosure Adoption 
The dependent variable is web disclosure.  Web disclosure adoption is defined as the extent that NPOs are 
currently disclosing key financial, performance, and governance information on their own public 
websites.  Financial disclosure consists of the following five indicators: (1) annual report; (2) IRS 990; (3) 
audited financial statements; (4) IRS 1023; and (5) IRS letter of determination. We used the following six 
items as indicators of performance disclosure: (1) mission; (2) performance outcomes; (3) theory of 
change; (4) performance evaluation methods; (5) success stories/testimonials; and (6) broader 
community impacts.  Finally, we extended extant research by using the following seven items for 
governance disclosure: (1) staff list; (2) board list; (3) code of ethics; (4) privacy policy; (5) conflict-of-
interest policy; (6) whistle-blower protection policy; and (7) document retention and destruction policy.   
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Figure 1: Web Disclosure Adoption 
 
Awareness-Attitude 
Awareness refers to knowledge of the existence of an innovation and some understanding of how it 
functions (Rogers 2003). According to the diffusion of innovation theory, the innovation-decision process 
begins when an individual or other decision making unit becomes aware of an innovation’s existence. 
Therefore, we posit that the process of adopting web disclosure first requires an awareness of the web 
disclosure principles and best practices.  
Hypothesis 1: The CEO’s awareness of web disclosure is positively related to web disclosure adoption.  
Attitude refers to the degree to which an individual has a favorable or unfavorable appraisal of an 
innovation (Rogers 2003).  According to diffusion of innovation theory, individuals tend to expose 
themselves to messages that are consistent with their existing attitudes and beliefs (Rogers 2003).  
Moreover, prior research has shown that leaders of SMEs are more likely to adopt innovations when they 
hold a positive attitude towards adoption of the technological innovation (Thong and Yap 1995).   
Hypothesis 2: The CEO’s attitude toward web disclosure is positively related to web disclosure adoption.   
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Innovation Perception 
The core factors that affect innovation diffusion are relative advantage, complexity, and compatibility 
(Bradford and Florin 2003; Tornatzky and Klein 1982). Relative advantage is defined as “the degree to 
which an innovation is perceived as better than the idea it supersedes” (Rogers 2003).  Positive 
perceptions of the benefits of web disclosure increase the likelihood that managers will allocate financial 
and technological resources.  Therefore, we predict that leaders who recognize the benefits of web 
disclosure are more likely to adopt web discourse practices.   
H3: The perceived relative advantage of web disclosure is positively related to web disclosure adoption.  
Complexity is defined as “the degree to which an innovation is perceived as relatively difficult to 
understand and use” (Rogers 2003). Innovations that are perceived as being complex are less likely to be 
adopted due to lack of skills and knowledge (Rogers 2003). The perceived complexity of web disclosure 
adoption is expected to negatively influence the adoption decision.  
H4: The perceived complexity of web disclosure is negatively related to the adoption of web disclosure.  
Compatibility is defined as “the degree to which an innovation is perceived as consistent with the existing 
values, past experiences, and needs of potential adopters  (Rogers 2003).  If the innovation is perceived as 
a radical departure from existing practices, then it would be incompatible with existing values and 
experiences, and less likely to be adopted.   
H5: The perceived compatibility of web disclosure is positively related to web disclosure adoption.  
Organizational Readiness 
Organizational readiness refers to the level of financial and technological resources available to the 
organization (Iacovou et al. 1995). Financial readiness refers to the financial resources that are necessary 
to adopt and implement a technological innovation. Organizations must invest in organizational and 
management capital such as new disclosure practices, web budget, training, and an organizational culture 
that values transparency and accountability. 
H6: Financial readiness is positively related web disclosure adoption.  
Technological  readiness refers to the level of IT sophistication and technical expertise in an organization 
(Finn et al. 2006; Iacovou et al. 1995). Access to technical expertise is an important factor in the adoption 
of technology by NPOs (Berlinger and Te'eni 1999; Burt and Taylor 2000; MacKay et al. 2004). In 
addition, researchers have found that low levels of IT sophistication and technical expertise among SMEs 
and NPOs constrained IS adoption (Finn et al. 2006; Iacovou et al. 1995).   
H7: Technological readiness is positively related to web disclosure adoption.  
Perceived Pressure 
Perceived pressure refers to the influence from internal and external stakeholders to adopt web disclosure 
(Iacovou et al. 1995). Internal stakeholders consist of the board of directors. External stakeholders consist 
of major donors, government organizations, and private foundations. We posit that imposition from 
major donors and compliance with mandates from the board of directors are expected to be the most 
critical factors in the adoption and implementation of web disclosure.   
H8: Perceived pressure is positively related to web disclosure adoption.  
Research Design and Methods 
In order to test our model, we distributed a survey to 3,323 U.S. NPOs from a wide variety of sectors and 
geographical locations. The survey was developed from prior research (Iacovou et al. 1995; MacKay et al. 
2004; Mehrtens et al. 2001) and administered through Qualtrics. Respondents were sent a pre-
notification email informing them of the study and requesting their participation on October 4, 2013. 
Three days later, the survey was distributed via email. One week later a reminder email was sent. In order 
to increase the response rate, a first reminder was sent on October 15, 2013 and a final reminder was sent 
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on October 24, 2013.  The survey was closed on October 31, 2013.  Our final sample includes 176 usable 
responses. 
Measurement of Constructs 
Three constructs were used to measure web disclosure adoption: financial disclosure, performance 
disclosure, and governance disclosure. Respondents were asked to indicate the items that are currently 
posted on their own public website. Financial disclosure consisted of the following five items: (1) annual 
report; (2) IRS 990; (3) audited financial statements; (4) IRS 1023; and (5) IRS letter of determination. 
We used the following six items for performance disclosure: (1) mission; (2) performance outcomes; (3) 
theory of change; (4) performance evaluation methods; (5) success stories/testimonials; and (6) broader 
community impacts.  Finally, we used the following seven items to measure governance disclosure: (1) 
staff list; (2) board list; (3) code of ethics; (4) privacy policy; (5) conflict-of-interest policy; (6) whistle-
blower protection policy; and (7) document retention and destruction policy.  The dependent variable 
Web Disclosure Adoption could potentially range from 0 - 18 items that the respondent indicated were 
currently disclosed on their public websites.  
In order to measure awareness-attitude, we asked two questions.  For awareness, respondents were asked 
if they had received written or verbal information about web disclosure principles and best practices. In 
order to measure attitude, respondents were asked to describe their attitude toward posting each 
financial, performance, and governance item listed above on their own public website.  Scores ranged 
from 1 (Very Unfavorable) to 5 (Very Favorable) and responses in each category were averaged to get a 
total attitude score for financial, performance, and governance categories. 
Three items were used to measure innovation perception: relative advantage, complexity, and 
compatibility. We used the following four indicators to assess relative advantage: (1) save time and reduce 
costs; (2) improve public trust, (3) improve donor decision making; and (4) organizational differentiation.  
In order to measure compatibility, respondents were asked to rate their perception on whether disclosing 
information online is compatible with existing disclosure practices. Finally, we asked respondents if they 
felt that web disclosure practices were clear and understandable in order to measure complexity.   
We used two items to measure organizational readiness: (1) financial readiness and (2) technological 
readiness.  For financial readiness, respondents were asked if their organization had an adequate budget 
to support the implementation of web disclosure.  In order to asses technological readiness, respondents 
were asked to rate their level of confidence in their organization’s ability to successfully implement web 
disclosure practices. Finally, we used four indicators to measure perceived pressure: (1) major donors; (2) 
board of directors: (3) government funders; and (4) private foundations.  Respondents were asked if they 
experienced pressure to disclose information online from each stakeholder.  Descriptive statistics of the 
dependent and independent variables are presented in Table 1. 
Variable N Mean Median Standard 
Deviation 
Disclosure  176 8.705 9.000 3.254 
Awareness 176 1.460 1.000 0.500 
Attitude 176 4.138 4.222 0.571 
Advantage 176 4.037 4.000 0.831 
Complexity 176 2.068 2.000 0.977 
Compatibility   176 1.835 2.000 0.895 
FinReady 176 3.409 4.000 1.081 
TechReady 176 3.673 4.000 0.875 
Pressure 176 5.180 5.500 1.583 
Table 1: Descriptive Statistics of Sample Organizations 
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Data Analysis  
We ran an OLS regression to test the hypotheses above as follows: 
Disclosure = β0 + β1Awareness + β2Attitude + β3Advantage + β4Complexity  + β5Compatibility 
+ β6FinReady + β7TechReady  + β8Pressure + β9LN_REV  + SectDum + ε (1)   
Coefficients β1 through β8 correspond to hypotheses 1 – 8 and are measured as described above.  We 
expect a positive coefficient on each of these variables except for β4 since Compatibility was measured 
using a question that asked how strongly the respondent felt about a statement that web disclosure was 
not compatible with current practices.  We control for the size of the organization by including logged 
annual revenues.  We also include dummy variables that correspond to the category of NTEE code for 
each organization to control for potential differences in disclosure practices that may exist between 
nonprofits from different sectors. Regression results of the dependent and independent variables are 
presented in Table 2. 
 
Variable Predicted Sign Total Disclosure 
Intercept +/- -2.382 
 
  
(0.306) 
 
Awareness + -0.116 
 
  
(0.769) 
 
Attitude + 1.978 *** 
  
(0.000) 
 
Advantage + 0.320 
 
  
(0.297) 
 
Complexity + -0.060 
 
  
(0.827) 
 
Compatibility - -0.858 *** 
  
(0.002) 
 
FinReady + 0.404 * 
  
(0.073) 
 
TechReady + 0.333 
 
  
(0.245) 
 
Pressure + 0.170 
 
  
(0.163) 
 
LN_Rev 
 
Included 
 
SectDum 
 
Included 
 
N 
 
176 
 
Adj. R2 
 
0.444 
 
Table 2: Regression Results  
***, **, and * indicate one-tailed statistical significance at the 
.01, .05, and .10 levels, respectively. 
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Results 
Results support three of our eight hypotheses.  First, organizations are more likely to indicate that they 
have disclosed more items on their own public website when they have also expressed a favorable attitude 
toward disclosure (H2, significant at 1% level).  This supports the DOI theory that individuals tend to 
expose themselves to messages that are consistent with their existing attitudes and beliefs (Rogers 2003).  
Next, we find evidence that nonprofit organizations are more likely to indicate that they have disclosed 
more items on their own public website when they view web disclosure as compatible with their current 
practices (H5, significant at 1% level).  This finding also supports DOI theory that innovations that are 
perceived as a radical departure from existing practices (i.e., traditional discourse) or beliefs (e.g. 
information is private and should not be disclosed online) are less likely to be adopted (Rogers 2003).   
Finally, we find support for H6 that financial readiness is associated with more online disclosure 
(significant at 10% level). 
Conclusion 
In this study, we developed and tested a web disclosure adoption model for NPOs. Results revealed a 
favorable attitude towards disclosing information online, compatibility with existing practices, beliefs, 
and values, and financial readiness are the main factors that explain the variance in web disclosure 
adoption.  However, our study is limited to large organizations that are followed by Charity Navigator.  
There may also be some selection bias in our sample, which consists only of organizations who responded 
to our email request.   
Despite the limitations, this study does contribute to the extant research by developing and testing a 
model of web disclosure that was grounded in DOI theory and IS adoption research.  In addition, this 
research provides evidence to support additional factors that may influence the decision to voluntarily 
adopt web disclosure principles and best practices. However, we suggest that future research adopt a case 
study approach in order to gain a more detailed understanding of other factors that influence web 
disclosure adoption.   
This research contributes to practice by identifying the items that nonprofit managers should voluntarily 
disclose on their own organizational websites. Second, this research contributes to information systems 
design. The web disclosure principles and best practices represent a stable set of requirements that can be 
used to inform design decisions. 
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